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KEY ECONOMIC INDICATORS - INDIA 


All figures are in $ millions Exchange rate 
unless otherwise stated Rs.8.00=$1.00 


Indian Fiscal Years - April/March 
1972/73 1973/74 1974/75 % change 

A B C C/B 
INCOME?’ 
GNP at Current (Market) Prices 57,900 71,800 88,700 +23. 
GNP at Constant (1969-70) Prices 47,900 49,000 49,900 + 1. 
Per Capita GNP at Current Prices ($) 102. 125. 151. +21, 
Per Capita GNP at Constant (1969-70) 85. 85. 85. - 0. 

Prices ($) 
PRODUCTION, PRICES, EMPLOYMENT 
Industrial Production Index (1960=100) 
Agricultural Production Index (1958/59- 

1960/61=100) 
Wholesale Price Index (1961/62=100) 
Consumer Price Index - Industrial Workers 

(1960=100) 
Domestic Savings Rate (Percent of NNP) 
Job Seekers Registered with Employment 

Exchange (Mil.) at end calendar year 
MONEY AND DEBT 
Money Supply 11,800 13,600 14,400 
Public Debt Outstanding 21,200 21,200 23,000 
External Debt 8,951 7,280 8,023 
FOREIGN EXCHANGE RESERVES AND TRADE 
Foreign Exchange Reserves 1,310 1,416 1,379 
Balance of Trade +130 -540 -1,455 
Total Indian Exports (FOB) 2,464 3,104 4,130 +30. 
Total Indian Imports (CIF) 2,334 3,694 5,585 +51, 
US Exports to India (FOB) CY 1972,73,74 350 527 760 +44, 
US Imports from India (FOB) CY 1972,73,74 427 437 560 +28. 


U.S.-India trade in IFY 1974-75. Major U.S. exports: foodgrains (525), machinery 
(139) and fertilizers (103). Major U.S. imports: jute goods (104), cotton textiles 
(35) and sugar (32). 


a/ GNP data for 1972/73 and 1973/74 are revised estimates; and for 1974/75, 
preliminary estimates. 

b/ At end August 1975 (compared to twelve months before), the wholesale price index 
was 4.4 percent lower, and the consumer price index was unchanged. 


Sources: GOI Central Statistical Organization, Ministry of Finance, Reserve 
Bank of India, Ministry of Commerce, IMF, U.S. Department of Commerce. 





SUMMARY 


Economic prospects in India have improved in recent months. The 
Summer monsoon has been very favorable, and a bumper kharif 
(fall) crop is expected. The Government is counting on agriculture 
to stimulate growth in the rest of the economy and is forecasting 
an increase in national income of 5-6 percent this fiscal year. 


The industrial sector presents a mixed picture. Some enterprises 

are troubled by insufficient consumer demand and retailers reluctance 
to hold large stocks. On the other hand, greater electrical power 
availability, improved transport and labor peace are positive factors. 
The Government's IFY 1975-76 industrial growth goal is 5-6 percent, 
despite the fact that investment remains at a low level. 


Anti-inflationary measures have been very successful. Wholesale 
prices (as of mid-October 1975) were approximately 6 percent lower 
than twelve months before. The Government's 20 point economic 
reform program contains little that is new. Some modest measures 
have been enacted, but any significant implementation of reforms 
will be a long and difficult process. 


India's trade deficit, which amounted to almost $1.5 billion in 

IFY 1974-75, will probably be larger this fiscal year. Petroleum, 
foodgrain and fertilizer imports continue to be a heavy drain on 
India's resources. External assistance flows will probably cover the 
trade gap so that India's foreign exchange reserves will likely remain 
at approximately $1.4 billion. 


Prospects for U.S. exports to India remain relatively bright, particularly 
for foodgrains. The balance of trade between the two countries is 
heavily in favor of the United States this year because U.S. foodgrain 
shipments (mostly wheat) are expected to remain sizable and because 
Indian exports to the U.S. (jute, textiles) have dropped. U.S. direct 
investment in India, which now amounts to approximately $350 million, 
has remained stationary in recent years. 





CURRENT ECONOMIC SITUATION AND TRENDS 


The Government of India's economic goal is an increase in national 
income of 5-6 percent this fiscal year. Economic authorities are 
hoping for a record kharif (fall) harvest that will stimulate other 
sectors of the economy. Although it remains to be seen whether this 
strategy will work, the Government's macroeconomic targets are 
realizeable. 


Agriculture 


Agriculture remains the key economic sector in India, comprising over 
40 percent of Gross Domestic Product and sustaining approximately 

70 percent of the working population. Because the recently concluded 
summer monsoon was very favorable, the Government is forecasting 

a bumper kharif crop of 69-70 million MT (about two-thirds of it rice). 
Improved water table levels and greater sub-soil moisture should 
presage a favorable rabi (spring) harvest. If it is successful, the 
previous record of annual foodgrain production (108 million MT in 
1970-71) should be equalled or even exceeded this crop year. 


Fertilizer consumption, which declined slightly during the 1974-75 
crop year, may increase in the coming months. If the Government 
follows through with present plans to increase domestic food stocks 
it will continue to import 5-6 million MT of foodgrains. The Ministry 
of Agriculture has set a procurement target of 4.6 million MT of rice 
from this year's kharif crop at prices basically unchanged from last 
year's in order to keep down local food prices. 


Industry 


The industrial sector, accounting for almost 25 percent of India's GDP, 
is attempting to adjust to a changed political and economic situation. 
On the one hand, the good monsoon combined with increased coal 
production has contributed to substantially greater electrical power 
availability, so that the gap between power supply and demand is 
presently less than two percent. As a result of the June 1975 
declaration of emergency, the number of strikes and lockouts has 
dropped markedly and businessmen are pleased by labor peace and 
greater worker productivity. Sufficient supplies of agricultural raw 





wSw 


materials and other inputs are apparently getting to enterprises. 
Production of steel, coal, aluminum and cement is substantially 
higher. Nevertheless, consumer demand remains slack for many 
manufacturing firms, particularly those which produce luxury items, 
household appliances, textiles and automobiles. The construction 
industry is in poor shape. Industrial costs have risen sharply. The 
drying up of "black" money transactions and retailers reluctance to 
hold large stocks have resulted in larger wholesale inventories. For 
the first time in many years businessmen in India face a buyers 
market, 


The Government is counting on demand to pick up after the kharif 
harvest is over. Finance Minister Subramaniam has indicated that 
reflationary measures might be initiated in January if necessary. The 
Government's IFY 1975-76 industrial output target is 5-6 percent. 


The lack of sufficient investment remains a serious problem in India; 
net investment is only about eleven percent of GDP. New investment 
in the private sector is practically non-existent. The Government is 
attempting to modernize and increase the capacity of public sector 
enterprises. 


Prices and Money Supply 


The Government's anti-inflationary policies continue to be effective. 
Wholesale prices have declined slightly since the declaration of 
emergency, partly because of increased supplies resulting from the 
fear of having inventories raided. The official wholesale price index 
was almost 6 percent lower in mid-October 1975 than twelve months 
before. Retail prices of foodstuffs have generally remained steady in 
recent months, a most satisfying development for Indian consumers. 
It is expected that the inflation rate this fiscal year will be near zero, 
a very commendable improvement over last year's 24 percent performance, 
Nevertheless, businessmen and government policy-makers are still 
concerned about the possible resurgence of inflationary pressures. 


Credit is still relatively tight, but it has been relaxed somewhat in 
recent months. The money supply increased by only 6 percent during 
IFY 1974-75; by the end of September 1975 it had risen 9 percent on an 
annual basis. The Central Government is attempting to hold this year's 
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budgetary deficit to around $300 million (about two percent of 
expenditures), but it will likely be exceeded. Many public sector 
enterprises are now in better financial shape because of improved 
management and recently approved higher prices for their goods and 
services. 


20 Point Reform Program 


Shortly after the declaration of emergency Prime Minister Gandhi 
proclaimed a program of economic and social reform, most of which 
is not new. The Center and the States have attempted to implement 
in a modest way several aspects of the program - e.g. distribution 
of surplus land to agricultural workers, a moratorium on some rural 
debts, and an increase in minimum agricultural wages. Also, the 
Government has recently established five regional rural banks in an 
attempt to tap the resources of and provide credit to more farmers. It 
is too early to tell whether these and other measures will effectively 
reform basic economic and social institutions in India. 


Foreign Trade 


In IFY 1974-75 India's foreign trade deficit worsened dramatically to 


almost $1.5 billion, primarily because of higher prices of fuel, food 

and fertilizer imports. The recent oil price rise will mean an increase 
of approximately $150 million in the country's annual import bill. It is 
expected that total imports this fiscal year will be close to $6 billion. 


The Government is hoping to cut oil imports (now two thirds of domestic 
consumption) in the latter part of this decade. Commercial production 
from the offshore Bombay High oil field is expected to start in 1976. 

Oil drilling has begun in the Bay of Bengal and off the Gulf of Kutch and 
is also continuing on land. Minister of Petroleum Malaviya has repeated 
the Government's goal of petroleum self-sufficiency by the early 1980s. 


Indian exports have increased, particularly sugar (number one foreign 
exchange earner last year) and industrial products. The Government 

is putting added emphasis on its export promotion policies. Total 
exports in IFY 1975-76 will probably be slightly higher than last year's 
figure of $4.1 billion. 
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The Indian rupee has traditionally been tied to the pound sterling. 
Since the December 1971 Smithsonian Agreement, the rupee has 
depreciated 27 percent (including two small revaluations of the rupee 
since July 1975). The economic authorities have increasingly felt 
that the marginal improvement in India's export competitiveness 
resulting from the depreciation has not offset increased domestic 
prices of imported goods. In September the Government "delinked" 
India's currency from the pound and tied the rupee to a weighted 
average of a market basket of the major currencies (unspecified) of 
India's important trading partners in an attempt to minimize changes 
in the value of the rupee, particularly on the downside. 


External Aid and Foreign Exchange Reserves 


As a result of the June 1975 Paris Consortium meeting on Indian 
assistance requirements, aid disbursements from the World Bank and 
individual countries are expected to total approximately $2 billion 

this fiscal year. In August the Government made a second drawing 

($239 million) on the IMF's oil facility. External debt service payments 
are now running at close to $800 million per year. Increased medium- 
term debt from the IMF and other external sources will result in even 
higher external debt servicing for India later in this decade. 


External assistance, including the possibility of additional OPEC 
country credit, will probably be sufficient to cover the trade gap this 
year. At the end of September 1975 India's foreign exchange reserves 
totalled almost $1.5 billion, slightly higher than six months before. 
These reserves are not expected to decline substantially during the 
remainder of this fiscal year. 


IMPLICATIONS FOR THE UNITED STATES 


Trade 


In IFY 1974-75 the United States had the largest share of India's market, 
with goods worth more than $900 million, or approximately 16 percent 

of total Indian imports. During the first nine months of 1975 U.S. 
exports here have amounted to $968 million, primarily because of 
increased commercial purchases of U.S. foodstuffs and PL 480 Title I 
shipments resulting from an agreement last March. On the other hand, 
Indian exports to the U.S. during the same 1975 period were $334 million. 
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In addition to agricultural commodities, India remains a potentially 
good market for American oil field equipment, mining and construction 
equipment, paper machinery, railroad equipment, large thermal power 
generation equipment, telecommunications and electronic components, 
chemicals and fertilizers. The Government has liberalized its import 
procedures and is allowing sufficient imports of capital goods and 
spare parts, particularly for priority sectors. 


Investment 


Little new foreign investment has occurred in India in recent years. 
U.S. direct investment in 1973 was valued at $351 million (15 percent 
of the total), and this figure has probably remained basically unchanged. 
Approximately one-half of U.S. investment here is in manufacturing 
enterprises. Two American groups exploring for oil have production 
sharing arrangements with the Government of India. 


Firms with foreign equity interest are being required to adhere to the 
guidelines on foreign investment established by the Foreign Exchange 
Regulations Act of 1973. Generally, foreign equity participation is 
limited to an upper ceiling of 40 percent, except for specified priority 
industries and for firms which export 60 percent or more of their output. 


Of particular interest to the Government is investment that will result 
in all of the production being exported. Also, the Government favorably 
considers foreign investment in areas where it wants to obtain advanced 
technology. The present investment climate is rather uncertain, but 
possible fields for investment in India include chemical fertilizers 
(particularly those with coal used as a feedstock), insecticides, ferro- 
alloys, special steels, heavy duty machine tools, earth moving 
machinery and man-made fibers. 
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